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REVIEW OF THE MONTH
Business activity, which after a rapid ad-
vance during the second half of 1935 had
declined somewhat in the
Recent business first quarter of 1936, re-
sained most of this decline
in April, and incomplete
figures for May indicate that the April level
was maintained. For the first five months of
this year business taken as a whole was sub-
stantially larger than in the corresponding
period of any of the four preceding years,
and many types of activity were at the high-
est levels since early in 1930.
The most marked increases in production
during the past year, as in other recent years,
have been in the durable goods industries.
Output of durable goods, however, is still far
below pre-depression levels, owing largely
to the lag of recovery in construction activity.
In the past year there has been an increase in
construction, reflecting larger expenditures
for residential, industrial, and commercial
building as well as increased outlays for pub-
licly financed projects.
Increased output has been accompanied by
a growth in the number employed and, re-
flecting principally an increase in the aver-
age number of hours worked, by a somewhat
larger growth in pay rolls. Unemployment
has remained large, however, and there has
been relatively little change in the total num-
ber of persons receiving relief or employed on
works projects financed by public funds.
Agricultural income, which had increased
considerably in the past three years, has
shown a further growth this year, reflecting
larger income from the sale of farm products
offset in part by a decline in Governmental
rental and benefit payments. Stocks of cotton
have been reduced during the last four years
but are still at a relatively high level, while
stocks of wheat have been reduced to about
the level prevailing prior to 1929. Prelimi-
nary estimates by the Department of Agricul-
ture indicate a somewhat larger wheat crop
this year than in the three preceding years,
when crops were unusually small. The sup-
ply of hogs on farms, which was exception-
ally small a year ago, has shown some in-
crease during the past year.
Wholesale commodity prices, which had
advanced considerably during 1933 and 1934
and slightly in 1935, have declined somewhat
this year, reflecting reductions in prices of
farm products and foods to the lowest levels
since the end of 1934. The principal de-
creases were in livestock, grains, and their
manufactures. Prices of other commodities
as a group have shown relatively little change
in the past two and a half years. Retail food
prices and the cost of living have been about
the same as they were a year ago.
Profits of large industrial corporations in-
creased sharply in the last half of 1935 and,
although somewhat smaller in the first quar-
ter of 1936, according to preliminary re-
ports, they continued at a higher level than
in any other quarter since 1930.
Security prices in the early months of the
year continued the advance that began in
the spring of 1935. There were substantial
declines in lower grade bonds beginning in
March and in stocks beginning in April, fol-
lowed by some recovery in May. Security
prices in general have continued above the
highest levels of 1935. New security flota-
tions have increased further and during the
first five months of this year were larger in
amount than in any period of similar length
in recent years. Most of the flotations con-
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tinue to be for refunding, and although the
amount of corporate issues to raise new capi-
tal has increased, it is still small compared
with years prior to 1932.
Money rates have continued at low levels.
Bank loans and investments have increased
further, the growth since the turn of the year
being for the most part in investments—both
in Government and in other obligations.
Loans for commercial, industrial, and agri-
cultural purposes have also shown an in-
crease, which was in excess of the usual sea-
sonal amount. Notwithstanding the increase
in loans and investments, bank deposits
showed little further growth in the first four
months of the year, reflecting a building up
of the Treasury's working balance. Within
recent weeks, however, deposits at banks in
leading cities have risen to new high levels.
Country bank deposits, notwithstanding sub-
stantial increases in recent years, continue
to be much smaller than in pre-depression
years.
Fluctuations in member bank reserves
since the turn of the year have reflected
principally changes in Treasury balances at
the Reserve banks, which, in anticipation of
heavy disbursements, have been built up to
an unusually large volume by new public debt
issues. Variations in member bank reserves
and the factors affecting them are shown in
the chart on page 417 of this BULLETIN.
Excess reserves, which continued at close to
$3,000,000,000 in the first ten weeks of the
year, were reduced by Treasury operations to
$2,300,000,000 in the last half of March but
increased to about $2,900,000,000 in the latter
part of May. The increase during May re-
flected large gold imports, which totalled
$160,000,000 in that month, as well as Treas-
ury disbursements from accumulated bal-
ances. The gold movement continued in
June and during the first week an additional
$160,000,000 of gold was received in this
country or reported as engaged for shipment
from abroad. Most of the gold came from
France and substantial amounts also came
from Holland.
The course of business activity in recent
years is summarized in the following table:
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i 1926=100; index of Bureau of Labor Statistics.
NOTE.—Figures for periods of less than a year adjusted for seasonal
variation, except the figures for wholesale prices.
The volume of industrial production in-






e average for the
production final quarter of that year was
99 percent of the 1923-1925
average, the highest level of the recovery
period. In the first quarter of 1936 output
showed little change, although it usually in-
creases at this season and, consequently, the
Board's seasonally adjusted index declined.
The average for the first quarter was 95 per-
cent. In April the production index rose to
100 percent and incomplete figures indicate
that this level was maintained in May. This
compares with a low average of 64 percent
for the year 1932 and a high level of 119 per-
cent for 1929.
The expansion in activity in the last quar-
ter of 1935 represented primarily increased
production of automobiles, machinery, steel,
tires, and glass. Output of automobiles and
allied products was unusually large for the
season, reflecting in part an early introduc-
tion of new models. This higher level was
not sustained in the first two months of 1936
but has since been restored.
The most marked increases in manufac-
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turing output during the past year and also
since the early part of 1933 have been in
industries producing durable goods, as is
shown on the accompanying chart. The
figures are adjusted for seasonal variation
and are in terms of points in the index of
total manufacturing production.
Output of some durable manufactures, in-
cluding automobiles, agricultural imple-
INDEX OF MANUFACTURING PRODUCTION
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ments, and certain other types of machinery,
has advanced to about the level of the years
before 1929. Increases in the output of dur-
able goods used in the construction, railroad,
and public utility industries, however, have
been smaller, and consequently output of dur-
able goods as a whole continues at a lower
level than in the middle 1920's. Volume
of steel production, which depends on de-
mand from a wide variety of sources, has
increased from 32 percent of the 1923-1925
average in 1932 to 90 percent in the first four
months of 1936, a level that is still consider-
ably lower than in 1929 and somewhat lower
than that of several earlier years.
• Production of nondurable manufactures
declined much less during the depression
than output of durable goods and the in-
crease in recent years has been more gradual.
In recent months activity at tobacco factories,
shoe factories, and petroleum refineries has
been at a higher level than in any previous
year, while activity at meat-packing estab-
lishments and flour mills has been at a lower
level than in pre-depression years.
Accompanying the growth in production
during the past year there has been a slight
increase in employment and
Employment and a SOmewhat larger growth
pay rolls .
 e .
m pay rolls. These increases
have been general throughout industry and
trade. In certain industries local short-
ages of highly skilled labor have been re-
ported recently, reflecting increased activ-
ity in those industries, population shifts,
and the fact that the number of workers
trained during the long period of depression
was small.
The principal factor accounting for the
larger rise in pay rolls than in employment
during the past year has been an increase in
the average number of hours worked by those
employed. Some lengthening of the working
week is usual when activity is expanding, but
the increase since the middle of 1935 has been
larger than usual in some industries. In-
creases in pay rolls of the railroads and of
bituminous coal mines have been larger than
in most other industries, reflecting in part
advances in wage rates. Changes in employ-
ment and pay rolls in four major groups of
industries during the past year are shown in
the following table:
EMPLOYMENT AND PAY ROLLS TN FOUR GROUPS OF
INDUSTRIES, JANUARY-APRIL 1936
Factories—total _ _ . _ - ...
Durable group. . _____ _ _ _ _ _
Nondurable group.__ __ _ _____
Mines _ ._ ______ _ _ _ _
Railroads
Public utilities _ __
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The average number of workers at fac-
tories in the first four months of the year
was 3 percent larger than a year earlier and
pay rolls were 9 percent larger, reflecting
chiefly further increases in activity in the
durable goods industries, particularly in in-
dustries producing machinery, steel, and lum-
ber products and at railroad repair shops.
Employment and pay rolls in industries pro-
ducing nondurable manufactures were at
about the same level as last year. Changes
in employment in the more important manu-
facturing industries are shown in the accom-
panying table.








Nonferrous metals and products
Lumber and products
Iron and steel and products





























































1 Includes a few miscellaneous industries not shown separately.
2 Less than one-half of 1 percent change.
The amount of construction work this year
has been somewhat larger than in the cor-
responding period of any of the
four preceding years, but the
current level, as indicated by the award of
construction contracts in recent months, is
still only two-fifths of the level in the peak
years. Recent changes in the volume of con-
tracts awarded for residential and other types
of construction are shown in the accompany-
ing chart. The figures are adjusted for sea-
sonal variation.
Residential building showed a moderate
but widespread increase during the first half
of 1935 and the level reached in the middle
of the year has been maintained since that
time. House rents have continued to advance
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Three-month moving averages of F. W. Dodge data for
value of contracts awarded in 37 Eastern States, adjusted for
seasonal variation.
The wide fluctuations in contracts for
nonresidential construction during recent
months, as in 1933 and 1934, have reflected
largely changes in the volume of public work.
The volume of contracts for factory, com-
mercial, and other privately financed work
has increased recently, and in the first four
months of 1936 was considerably larger than
in other recent years.
Reflecting larger incomes in both rural and
urban areas, the distribution of commodities
to consumers has increased
in volume during the past
year and in March and April was at the high-
est level of the recovery period.
Recovery in department store sales in the
past year has been evenly distributed
Domestic trade
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Foreign trade
throughout the country. In the two preced-
ing years the expansion in sales in New Eng-
land and in the Middle Atlantic States had
been smaller than in the rest of the country.
Sales by wholesalers were considerably
larger in the first four months of 1936 than
a year earlier, with the most marked in-
creases in sales of such durable commodities
as machinery, hardware, and lumber.
Freight-car loadings, which had increased
in the last half of 1935, were sustained in the
first part of 1936.
Value of exports from the United States
in the first four months of 1936 was 12 per-
cent larger than in the cor-
responding period a year ago,
and imports were 17 percent greater. For
the four months imports exceeded exports
by $12,000,000, whereas in the same period
of 1935 exports exceeded imports by $21,-
000,000.
Exports for the first four months totaled
$769,000,000, an amount larger than in the
corresponding period of any of the past four
years but somewhat less than half the aver-
age for that period from 1925 to 1929. The
higher level of exports has reflected chiefly
larger exports of machinery, automobiles,
and cotton, partly offset in the total by de-
clines in exports of animal products and
copper.
Value of imports showed a general rise in
1935, and the increase continued in the first
four months of 1936. For the four months
imports totaled $781,000,000, more than
twice as much as the low level in the corre-
sponding period of 1933, but little more than
half of the average for the years from 1925
to 1929.
Profits of large industrial corporations
during the last quarter of 1935 and the first
quarter of 1936 were larger
Corporate profits than in any other six_month period since 1930. Reflecting in part the
slight industrial recession in the early months
of this year, preliminary reports for the first
quarter indicate somewhat smaller profits
than in the last quarter of 1935, but they
were still about 50 percent above those for
the first quarter of 1935.
Industries in which these large corpora-
tions as a group reported the most marked
increases in earnings in 1936 as compared
with 1935 include petroleum, machinery and
tools, railroad equipment and automobiles.
Substantial increases also occurred in indus-
tries producing electrical equipment, chemi-
cals and drugs, non-ferrous metals, building
materials and supplies, and office equipment.
Railroads as a group reported a loss during
the first three months of 1936 but the deficit
was about one-third smaller than in the cor-
responding period of the preceding year.
The profits of public utility companies showed
a moderate increase during the first quarter
of 1936 over the same quarter of 1935.
Stock prices, which had advanced almost
without interruption for 12 months, declined
sharply in April to about the
Security markets ^^ reache(j ^ the en(j of 1935. There were increases in prices in May,
but volume of trading was smaller than in
any month since early in 1935.
Volume of trading in bonds on the ex-
changes broadened markedly towards the end
of 1935. In January 1936 trading, especially
in the more speculative issues, was heavier
than in any month since 1920. In succeed-
ing months when prices of lower-grade bonds
reached a peak and then declined, trading
became much lighter. Yields on high-grade
corporate bonds have continued to move
gradually lower since January and Moody's
Aaa bond yield average at the end of May
was 3.56 percent as compared with the 1935
low of 3.68 percent in July. The steady de-
cline of lower-grade bond yields since April
1935 continued into February of this year,
but was reversed in March and April. Not-
withstanding the decline in prices in the
course of these two months, Moody's average
of Baa bond yields at the end of April was
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still below the 1935 lows established at the
year-end, and price movements in May
though irregular resulted in further declines
in yields.
Yields on outstanding long-term Treasury
bonds have continued to decline practically
without interruption since last October. By
the first week of March bonds which had de-
clined in price during August and September
of last year had fully regained their losses.
After further advances in prices, the average
yield on long-term Treasury bonds reached a
new low level of 2.47 percent in May.
Capital issues have continued to appear in
large volume, chiefly to refund outstanding
debt. The period of renewed
Capital issues activity in the capital market which commenced last spring has extended
over more than a year. Exceptionally large
amounts were offered in March and April
of this year but in May flotations were little
larger than in January and February. A
new development within the past nine months
has been the underwriting of a considerable
number of small common stock issues.
The amount of corporate and other issues
to obtain new capital during the first five
months of 1936, totaling $650,000,000, was
somewhat smaller than in the last five months
of 1935. Refunding issues of about $2,300,-
000,000 during the first five months of 1938
were greater than in any five-month period in
1935 and much greater than the maximum
for any five months in earlier years. State
and municipal borrowing, which had in-
creased in 1935, has shown no further in-
crease in 1936. Publicly offered issues by
Federal Government agencies, although
rather large in April, have been much less
during the first five months of 1936 than a
year ago.
Flotations of domestic corporate issues,
which totaled about $2,000,000,000 in the first
five months of this year, were exceptionally
large in March and April, and in each of
those months exceeded flotations of last
July, the peak month of 1935. Corporate
securities issued in May declined to $300,-
000,000, in part as a consequence of the de-
cline in bond prices during March and April.
Railroad issues in the first five months of this
year showed the largest increase over like
periods of last year; there were also increases
in most other industries. Public utilities,
railroads, steel, copper and oil corporations
accounted for more than four-fifths of the
total volume of issues.
About 85 percent of the corporate issues
were made for refunding. A number of the
new issues, chiefly industrials, carried con-
version privileges. Issues of common stock,
which were made chiefly for the purpose of
raising new capital, as well as the proceeds
of corporate bond and other issues not ap-
plied to refunding, although remaining at
low levels, showed an appreciable increase
over earlier months. The amount of new
capital raised by corporations from January
to May was reported at $300,000,000 as com-
pared with $250,000,000 and $140,000,000 in
the two preceding five-month periods. It ap-
pears that more than half of these amounts
was acquired for improvements, equipment,
working capital, and similar purposes, as dis-
tinguished from the repayment of bank loans
or additions to funds for investment.
In recent months the Treasury has also of-
fered a substantial amount of securities to
raise new funds and through
Treasury these operations has accumu-
financing
 x
lated an unusually large work-
ing balance. Treasury bonds and notes is-
sued in March provided about $900,000,000
of new funds in addition to refunding Treas-
ury bills maturing March 16 and Treasury
notes maturing April 15, totaling $1,000,-
000,000. Beginning with the first week of
May the Treasury has raised $50,000,000 of
new funds weekly through sales of bills. On
June 1 about $600,000,000 of 15-18 year 2%
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percent Treasury bonds and $400,000,000 of
5-year 1% percent Treasury notes were of-
fered for cash subscription, and an additional
amount of the same issues was offered in ex-
change for $1,050,000,000 of Treasury notes
maturing in June and August. These offer-
ings were fully subscribed; most of the ex-
change subscriptions were for the new bonds.
Appointment of First Vice President of the Federal
Reserve Bank of Philadelphia
Effective June 1, 1936, Frank J. Drinnen
who had served as a Federal Reserve Ex-
aminer for the Board of Governors of the
Federal Reserve System since November 29,
1919, was appointed First Vice President of
the Federal Reserve Bank of Philadelphia.
Rearrangement of Bulletin Tables
Beginning with this issue of the BULLETIN
the statistical tables appear in revised form
and in rearranged order. It has been the
practice to group general tables in an earlier
part of the BULLETIN and to present more de-
tailed statistics by Federal Reserve districts
and other classifications toward the end of
the BULLETIN. This arrangement has proved
to be somewhat confusing, and the two sec-
tions have now been consolidated so that all
statistics dealing with a given subject matter
appear in one place in the BULLETIN. One
summary table, however, presenting an ab-
stract of the most important banking and
business figures, is given in the earlier part
of the BULLETIN immediately after the na-
tional summary of business conditions.
RESERVE BANK OF NEW ZEALAND
The Reserve Bank of New Zealand, which
began operations on August 1, 1934, with all
its shares privately held, became a Govern-
ment institution under legislation approved
on April 8, 1936. The bank continues to be
the same body corporate as at the time of its
establishment. The new law, entitled "Re-
serve Bank of New Zealand Amendment Act,
1936," is retroactive to April 1, 1936, and is
deemed part of the principal Act of 1933 un-
der which the Reserve Bank was established.
Shareholders of the Reserve Bank are to
be reimbursed in either cash or Government
securities at the rate of 6 pounds 5 shillings
for each 5-pound share, and the nominal
amount of the capital, £500,000, is to be
transferred to the General Reserve Fund into
which the Government had originally paid
£1,000,000.
The statement of the bank's objectives is
given in the following paragraph of section
10:
It shall be the general function of the Reserve
Bank, within the limits of its powers, to give effect
as far as may be to the monetary policy of the Gov-
ernment, as communicated to it from time to time by
the Minister of Finance. For this purpose, and to
the end that the economic and social welfare of New
Zealand may be promoted and maintained, the Bank
shall regulate and control credit and currency in New
Zealand, the transfer of moneys to or from New Zeal-
and, and the disposal of moneys that are derived from
the sale of any New Zealand products and for the
time being are held overseas.
Present members of the Board of Direc-
tors, other than the Governor, the Deputy
Governor, and the Secretary to the Treasury,
will hold office subject to the pleasure of the
Governor-General in Council but will in any
case retire according to a scheduled order be-
ginning in the current year, and their succes-
sors will be appointed by the Governor-Gen-
eral in Council, to hold office during his
pleasure.
The powers of the bank to extend credit
to the New Zealand Government have been
enlarged. Accommodation may now be
granted to the Treasury up to the full amount
of the revenue or estimated revenue for the
year, instead of half the amount as under the
old law. Credit in the form of overdrafts may
be extended to the Government and to official
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organizations to finance the purchase and
marketing of New Zealand produce, with no
stated limit to the total of such overdrafts.
The bank is further authorized to underwrite
Government loans. Securities which the
bank may buy and sell, formerly limited to
those of the Governments of New Zealand
and the United Kingdom, now include securi-
ties guaranteed by those Governments, and
the former limitation upon holdings of such
securities is now abolished.
A former limit on the volume of the bank's
holding of paper of not more than six months'
maturity arising out of transactions involv-
ing livestock and primary products is with-
drawn.
Suspension of the bank's obligation to re-
deem its notes in exchange on London may
be ordered by the Minister of Finance at any
time. Notwithstanding such suspension, the
bank's notes shall continue to be legal tender.
Formerly there was no specific provision for
suspension of the redemption obligation, and
notes remained legal tender only so long as
the bank redeemed them in sterling exchange.
The Governor of the bank, acting with the
authority of the Minister of Finance, may in-
crease or decrease the requirements as to
balances to be maintained by all other banks
with the Reserve Bank, but these require-
ments shall not be reduced below the amount
fixed in the principal Act.
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